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Wholesale  rooo  prices  normally  rise  and  fall  more  percentagewise 

THAN  DO  RETAIL  PRICES.      DURING  WORLD  WAR    I    THEY  ROSE   CONSIDERABLY  FAST- 
ER,   AND    IN  THE   POST-WAR   READJUSTMENT  DECLINED  MORE.      A  SIMILAR  TENDENCY 
HAS  BEEN   EVIDENT  DURING  THE   PRESENT  WAR,   BUT  POSSIBLE    INCREASES    IN  MAR- 
KETING COSTS    IN    1942  MAY  CAUSE   RETAIL   PRICES  TO  RISE   MORE   RELATIVE  TO 
WHOLESALE   PRICES  THAN    IN  1941. 
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SUMMARY 

In  19^2  prices  received  by  farmers  for  farm  products  are  expected  to 
hold  around  parity,  averaging  neither  greatly  above  nor  greatly  "below  that 
point.     In  other  words,  prices  received  in  relation  to  prices  paid,  interest, 
and  taxes,  are  expected  to  average  ah out  the  same  as  at  the  end  of  19^1,  when 
the  ratio  was  at  99  percent  of  parity. 

In  compliance  with  Agriculture's  wartime  production  goals,  total 
output  of  farm  products  is  expected  to  he  the  largest  on  record.  However, 
despite  the  record  supplies  expected,  prices  are  likely  to  rise,  partly 
"because  of  record  high  consiimer  incomes,  partly  because  the  demands  of  con- 
sumers will  focus  sharply  on  food  as  the  output  of  civilian  maauf actured 
gi5ods  declines,  and  partly  because  of  continued  G-overnment  purchases  for 
lend-lease  shipment.     Under  the  influence  of  these  factors,  farm  product 
prices  are  expected  to  average  about  25  percent  above  19^1. 

The  result  of  higher  prices  for  a  larger  output  probably  will  be  an 
increase  of  at  least  2  billion  dollars  in  farm  income  this  year  as  compared 
with  19hl,  when  income  was  estimated  at  11.6  billion  dollars.    At  the  same 
time,  costs  that  farmers  must  pay  out  for  goods  and  services  are  expected 
to  rise,  offsetting  in  part  the  estimated  increase  in  income. 

The  national  income  probably  will  be  at  least  10  billion  dollars 
greater  in  19U2  than  in  19^1.     Incomes  of  industrial  workers  will  be  over 
15  percent  greater  than  in  lQ^l.  and  nearly  double  what  they  were  at  the 
beginning  of  the  war.     But  increased  taxes  applying  to  individuals  may  hold 
the  net  increase  in  the  money  purchasing  power  of  consumers  in  19^-2  over  the 
average  for  Ityhl  to  not  much  more  than  5  percent.     Increased  sales  of  defense 
bonds  to  the  public  may  make  the  gain  even  smaller  than  this  and  the  net 
result  of  increased  money  incomes,   taxes,  and  defense  bond  purchases  may 
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leave  the  money  income  of  consxiniers  available  for  purchase  of  commodities 
and  services  no  higher  in  19^2  than  the  present  level.    For  some  groups  it 
will  he  even  less  th^n  in  l.'jhl.     Increased  war  production,  however,  will 
substantially  reduce  the  quantity  of  factory  products  remaining  for  civil!-:, 
use,  probably  to  less  than,  the  quantity  in  19^-0,  so  that  consumer  income  in 
relation  to  available  supplies  of  goods  will  "be  increased.     This  should  add 
to  the  consumer  demand  for  farm  products  in  l°k2  compared  with  19-1  • 

Increased  Government  purchases  of  farm  products  for  shipment  to  our 
allies  and  fcr  other  purposes  and  the  substitution  of  domestic  farm  products 
for  some  formerly  imported,  also  will  add  to  the  demand  for  agricultural 
commodities.     The  net  effect  of  the  prospective  changes  in  these  conditions 
should  he  a  substantial  increase  in  the  over-all  demand  for  farm  products 
in  I9U2  over  the  average,  although  the  increase  from  present  levels 

may  not  he  great.     The  general  level  of  all  commodity  prices  also  is  expected 
to  he  substantially  higher  in  19U2  than  the  average  for  1941,  with  the  rise 
in  wholesale  prices  of  agricultural  products  likely  to  he  somewhat  greater 
than  the  Increase  in  prices  of  industrial  commodities. 

—  January  14,  19*42 

DEMAND 

The  demand  for  farm  products  in  1942  is  expected  to  average  sub- 
stantially better  than  in  1Q41,  although  the  change-over  to  a  full  wartine 
economy  may  bring  some  irregularities  during  the  next  few  months. 

To  arm  ourselves  and  our  allies,  the  production  of  military  equip- 
ment in  1942  will  accelerate  greatly.     This  will  not  result  in  any  large 
•increase  in  over-all  industrial  activity,  however,  since  the  increase  in 
production  of  war  goods  will  be  largely  at  the  expense  of  civilian  goods. 
Most  industrial  plants  already  are  operating  at  prnctical  capacity,  and 
total  o-atput  is  limited  by  shortages  of  materials  and  skilled  labor.  In- 
creases in  total  industrial  production  from  now  on  will  depend  largely  upjn 
the  coming  Into  full  operation  of  new  facilities  and  the  more  efficient 
Utili *e>tio^  <»f  Labor.     The  period  cf  transition  from  peacetime  to  wartime 
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operation  will  cause  many  temporary  dislocations,  especially  during  the 
first  part  of  the  year,  tut  these  should  be  somewhat  ai'ore  than  sffset  by  the 
higher  level  of  operations  which  can  be  expected  in  the  latter  part  of  19^2 
as  the  conversions  are  completed.    Because  the  industrial  machinery  was 
geared  to  maximum  production  during  only  a  part  of  1°^1,  and  some  new  pro- 
duction facilities  will  "be  available  in  lym  which  were  not  in  operation  for 
the  full  year  Itykl,  industrial  activity  should  average  substantially  higher 
this  year  than  last,  perhaps  by  about  10  to  15  percent  and  somewhat  above 
recent  high  levels. 

There  will  be  considerable  temporary  unemployment  during  the  next 
few  months  in  some  industries  and  localities,  but  by  the  end  of  19^2  the 
number  unemployed  probably  will  have  been  reduced  to  nearly  the  practicable 
minimum.     But  there  will  str'll  be  over  5  million  people  who  are  unemploy- 
able for  various  reasons  and  there  will  always  be  a  considerable  number 
unemployed  at  any  one  time  because  of  unavoidable  labor  turnover. 

Consumer  demand  for  farm  products  in  iqh.2  compared  with  lo)+l  will  he 
bolstered  "by  the  larger  money  :ncom^  received  by  consumers  as  well  as  by 
the  higher  average  level  of  employment.     It  is  true  that  some  workers,  espe- 
cially the  so-called  whits  collar  groups ,  have  shared  in  limited  degree  in 
the  increases  in  total  income  since  the  war  began  and.  as  a  class  may  have 
lers  money  efter  taxes  for  spending  in  i?h2  than  in  1Q&L    But  total  national 
Income  probably  will  exceed  the  ICQ  billion  dollar  level,  which  would  repre- 
sent an  increase  of  about  10  to  1?  percent  over  the  total  for  iqhi.  A 
Similar  gain  is  indicated  for  total  nonagricultural  employees'  compensation. 
Industrial  workers'  income,  which  rose  in  iq'lJl"  out  of  proportion  to  other 
measures  of  consumer  money  purchasing  power,  may  be  nearly  double  in  iqU2 
what  it  was  at  the  beginning  of  the  war  and  over  IS  percent  mora  than  in 
19  !  -l.     But  these  larger  money  incomes  received  by  consumers  will  go  partly 
to  pay  a  large  increase  in  taxes  which  nay  amount  to  about  one  half  of  the 
increase  in  income  payments  to  individuals  in  19h2  over  lqhi.     In  addition, 
larger  purchases,  of  defense  bonds  by  the  public  will  reduce  the  money  pur- 
chasing nov/cr  remaining  for  the  purcha.se  of  civilian  goods  including  farm 
pry. nets.     Qu  yne  other  hand-,  the  deficiency  in.  supplies  of  soma  types  of 
industrial  goods  (see  discussion  of  the  general  price  level)  will  tend  to 
ennance  the  efforts  on  the  demand  for  farm  products  of  the  prospective  net 
increase  in  the  t.otaU  available  consumer  income. 

Actual  participation  in  the  war  has  added  to  the  prospects  for 
enlarged  Government  pwrcnasfes  of  farm  products  for  shipment  to  our  allies, 
for  accumulating  reserves,  and  for  other  purposes.     The  stoppage  cf  imports 
of  some  agricultural  commodities  formerly  obtained  from  the  Pacific 
countries  will  add  to  the  demand  for  substitute  products  produced  in  the 
United  States.     In  comparison  with  1041,  these  two  factors  should  more  than 
offset  the  loss  of  sax  commercial  export  outlets  which  early  in  iqhi  ued 
fallen  to  the  lowest  level  in  7b  years. 

The  net  effect  of  these  prospective  chenges  in  domestic  and  foreign 

conditions  should  he  a  substantial  increase  in  the  demand  for  farm  product s 

in  13M2  over  1'-)>J1  as  a  whole,  although  the  advance  from  present  levels  will 
not  be  great. 
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THE  GENERAL  PRICE  LEVEL 

The  Bureau  of  Labor  Statistics  index  number  of  all  commodity  prices 
for  1QU2  as  a  whole  probably  will  be  15  to  20  percent  above  the  19I+I  average, 
or  somewhat  above  the  1926  level.     This  would  be  about  50  percent  higher 
than  the  level  for  1910-lU.     The  rise  in  wholesale  prices  of  agricultural 
products  is  likely  to  be  more  than  the  increase  in  prices  of  industrial 
commodities,  although  the  difference  will  not  be  as  great  as  it  was  in  l*)Ul. 

Active  participation  in  the  war  will  have  mixed  effects  uoon  the 
general  level  of  commodity  prices  in  1^2.     Shortages  of  some  important  raw 
materials  and  finished  consumers'  goods,  potential  speculative  buying  and 
withholding  of  commodities  based  on  the  general  knowledge  that  prices  tend 
to  rice  when  major  wars  are  in  progress,  and  increased  money  incomes  of 
consumers  will  be  strong  forces  tending  to  push  prices  upward.     The  first 
two  of  these  three  factors  in  the  general  price  situation  have  been  enhanced 
by  our  entry  into  the  war. 

The  quantity  of  factory  products  remaining  for  civilian  use  will  "be 
progressively  declining  in  19^2  as  we  convert  from  a  peacetime  to  a  wartime 
production  basis.    Rough  estimates  based  on  a  projection  of  the  chart  on 
the  cover  page  of  the  December  Demand  and  Frice  Situation  indicate  that  the 
quantity  of  processed  civilian  goods  produced  in  19^2  as  a  whole  will  be 
about  20  percent  below  the  19U1  level,  or  about  the  1939-^0  average.  In 
contrast,   the  money  purchasing  power  of  consumers  after  allowing  for  increas- 
ed taxes  applying  to  individuals  probably  will  be  at  least  5  percent  greater 
than  in  19H1  as  a  whole.    Although  increased  defense  savings  and  sales  of 
services  such  a.s  amusements  will  absorb  a  considerable  part  of  the  increase 
in  money  purchasing  power  relative  to  goods  production,  the  upward  pressure 
on  commodity  nrices  will  be  strong. 

On  the  other  hand,   there  will  be  greater  need  for  and  public  support 
of  Government  controls  over  prices.     Many  differences  of  opinion  have  devel- 
oped with  respect  to  the  probable  effectiveness  of  nrice  controls  in  pre- 
venting inflationary  increases  in  the  general  price  level.    Ho  doubt  there 
will  be  some  increase  in  prices,  but  much  can  be  done  to  limit  the  speed 
and  degree  of  rise  in  the  general  price  level.     The  chart  on  the  inside  cover 
page  shows  differences  in  movements  of  controlled  and  uncontrolled  commodity 
prices  in  World  War  I  and  in  19I+I.    Although  the  number  of  commodity  vricet 
now  controlled  is  relatively  small,  they  include  prices  of  some  materials 
which  are  important  in  making  finished  eoods  and  which  are  scarce  in  wartime. 
If  prices  of  such  commodities  had  been  left  to  resnond  in  the  normal  manner 
to  changes  in  supply  and  demand  conditions,  there  is  no  doubt  that  the  general 
level  of  prices  in  World  War  I  and  to  date  in  the  present  war  would  have  rll* 
much  more  than  it  did.    Even  "controlled"  prices  may  have  to  rise  if  costs 
go  up,  however,  and  it  may  be  necessary  or  desirable  to  permit  some  pric* 
increases  in  order  to  encourage  the  production  of  needed  commodities.  Never- 
theless, experience  gained  during  World  War  I  and  in  the  present  war  t-y 
date  should  make  possible  more  effective  controls  over  ivwjnjo.Ji ty  prJcoa  than 
was  possible  in  the  last.  war. 
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The  greatest  anti-inflationary  influence  on  farm  prices  will  "be  the 
higher  level  of  production  in  19^2.    With  the  wartime  production  goals 
attained,   supplies  should  "be  adequate  for  domestic  demand  and  for  lend-lease 
shipment.     In  connection  with  supply,  a  major  influence  is  the  handling  of 
the  Government-owned  stocks  of  such  staples  as  wheat,  corn,  and  cotton.  For 
all  these  commodities,  a  policy  of  selling  Government  stocks  in  order  to 
stabilize  prices  has  "been  announced  "by  the  Secretary  of  Agriculture  and  pre- 
sumably will  "be  followed  through  19^2. 

War  conditions  are  likely  to  cause  retail  prices  and  living  costs 
to  rise  more  than  normally  in  relation  to  wholesale  prices.     Under  ordinary 
conditions  a  given  percentage  change  in  retail  prices  is  accompanied  "by  a 
larger  percentage  change  in  wholesale  and  farm  prices  "because  of  the  rela- 
tively stable  intervening  marketing  charges.     For  this  reason,  for  example, 
any  given  absolute  increase  in  prices  paid  by  consumers  due  to  improved 
demand  conditions,  when  passed  on  down  to  the  farmer,  represents  a  larger 
proportional  increase  than  does  the  increase  in  the  retail  price.  Put 
higher  labor  costs,  possible  increases  in  transportation  charges,  and  other 
advances  in  marketing  costs  accompanying  the  war  may  cause  absolute  market- 
ing margins  to  rise  with  advancing  prices.     This  would  make  for  larger  than 
normal  percentage  increases  in  retail  prices  and  the  cost  of  living  in 
relation  to  wholesale  and  farm  prices.     If  controls  are  placed  on  wholesale 
prices  but  not  on  retail  prices,  this  tendency  will  be  accelerated.     On  the 
other  hand,   if  controls  are  pla.ced  on  retail  and  not  on  wholesale  prices, 
the  higher  marketing  costs  will  make  the  repercussion  on  farm  prices  greater. 

.FARM  PRICES  AND  INCOME 

It  now  appears  that  the  general  level  of  prices  received  by  farmers 
in  19^2  as  a  whole  probably  will  be  about  25  percent  above  the  average  for 
19^1.     This  would  be,  however,  only  around  5  percent  above  the  apparent 

■January  level.     Prices  paid  by  farmers  probably  will  rise  at  least  15  per- 
cent over  the  average  for  19Ul,  or  to  about  the  same  level  in  relation  to 
1910-1^-  as  prices  received.     The  rise  in  prices  paid  by  farmers  for  com- 
modities and  services  also  will  result  in  higher  parity  prices,  loan  values, 

'and  Government  price-support  levels.     The  ratio  of  prices  received  to  prices 
paid  including  interest  and  taxes  probably  will  not  be  far  above  or  below 
parity  in  I9U2  as  a  whole,  compared  with  an  average  of  91  for  19^1  and.  99  in 

December  I9U1. 

Although  production  of  many  agricultural  products  in  19^1  was  the 
largest  on  record,  a  further  increase  in  output  of  commodities  needed  for 
the  war  should  result  in  raising  total  farm  production  in  19^2  somewhat 
above  that  for  19^1.    A  sharp  increase  is  expected  in  livestock  products, 
which  would  more  than  offset  a.  possible  decline  in  the  output  of  some  crops 
for  which  decreased  export  demand  and  large  stocks  have  brought  reduced 
Requirements.    With  both  prices  and  production  exuected  to  be  greater  in 
.19*42  than  in  19*41,  cash  income  from  farm  marketings  should  be  substantially 
.larger.     Including  Government  payments,   total  cash  income  in  19^2  may  be 
;  about  2  billion  dollars  larger  than  the  11.6  billion  received  by  farmers 
in  19*41.     The  increases,  however,  will  be  much  more  for  some  groups  of 
commodities  than  for  others,  with  the  income  from  grains  perhaps  rising 
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less  than  the  average.     Large  increases  in  income  will  accrue  from  products 
directly  affected  "by  curtailment  of  imports  or  "by  the  food  needs  of  our 
allies.    Among  such  products  are  oilseeds,  hogs,  poultry  and  dairy  products 
and  sugar. 

Despite  the  expected  increase  in  prices  of  commodities  bought  "by 
farmers,   the  purchasing  power  of  both  cash  farm  income  and  net  farm  income 
prohably  will  be  materially  greater  in  19*42  than  in  19*41.     But  the  effect 
of  this  on  farmers'  purchases  of  goods  will  be  at  least  partly  offset  by 
higher  operating  costs  such  as  farm  wage  rates,  larger  income  taxes  paid  "by- 
farmers  ,  and  increased  purchases  of  defense  bonds. 

The  situation  by  commodities  is  as  follows: 

Wheat:  Unless  exports  increase  considerably,  stocks  on 

July  1,  19*43  will  be  larger  than  on  July  1,  19*42, 
when  they  may  amount  to  about  6*40  million  bushels. 
Even  though  this  should  be  the  case,  prices  in  19*42-*4-3 
are  exp<  cted  to  be  maintained  at  relatively  high  levels 
in  comparison  with  prices  in  ether  principal  exporting 
countries . 

Rice  prices  are  at  the  highest  level  since  1925. 
Prices  have  advanced  since  September,  reflecting 
declining  crop  prospects.     With  a  small  carry-over 
in  prospect  at  the  beginning  of  the  19*4-2  season  and 
the  likelihood  of  increased  domestic  and  foreign  re- 
quirements in  19^4-2— l-J-3 ,  an  increase  in  19*42  seedings 
appears  justified. 

A  total  domestic  cotton  consumption  of  close  to  H-l/2 
million  "bales  for  the  current  season  is  now  expected 
on  account  of  heavy  military  and  civilian  demand.  This 
would  exceed  the  record  high  of  last  season  by  1-3/^ 
million  bales.     The  expected  disappearance  (consumption 
plus  exports)  may  reduce  the  August  1,  19*42  domestic 
carry-over  to  approximately  10  million  "bales,  2  million 
hales  below  that  of  a  year  earlier.     The  carry-over  on 
August  1  next  (with  a  large  part  of  it  in  the  Government's 
hands)  would  still  be  exceptionally  large.     With  average 
yields  in  19*4-2,  however,   the  supply  next  season  might  he 
about  the  same  as  that  of  the  current  season.     The  loan 
levels  and  the  Commodity  Credit  Corporation's  policy  of 
selling  Government-owned  stocks  will  be  important  in- 
fluences on  prices. 

Feed  grains:  Supplies  of  feed  grains,  high  protein  feeds,  and  hay 

are  the  largest  in  more  than  20  years.  Disappearance 
of  feed  grains  is  expected  to  be  heavy  during  the  cur- 
rent marketing  year  and  the  carry-over  of  these  grains 
in  19*42  may  be  smaller  than  in  19*41.     Prices  of  most 
feeds  advanced  over  25  percent  during  19*4-1  and  they 
Will  he  supported  by  a  strong  demand  and  the  higher  loan 
rate  on  19*41  corn  during  the  current  year. 


Rice: 


Cotton: 
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Hogs  J  Hog  prod-action  and  marketings  will  sat  a  new  high  record 

in  19*42 .    However j  the  effect  of  these  large  supplies  upon 
hog  prices  will  be  offset  by  a  higher  level  of  consumer 
demand  this  year  than  last  and  increased  Government .pur- 
chases of  pork  and  lard.    Cash  farm  income  from  hogs  in 
1942  is  expected  to  be  the  largest  in  over  20  years. 

Beef  cattle:       The  movement  of  stocker  and  feeder  cattle  into  the  Corn 
Belt  during  November  and  December  was  larger  than  a  year 
earlier,  but  the  increase  did  not  offset  the  20-percent 
decrease  of  the  preceding  U  months.    Fat  cattle  prices 
have  advanced  sharply  since  early  November. 

Lambs!  More  lambs  probably  '-Jill  be  fed  during  the  19^1-42  feeding 

season  than  the  record  large  number  fed  last  year.    It  also 
appears  likely  that  the  1342  lamb  crop  will  be  a  little 
larger  than  the  13' 1-1  crop.    Lamb  prices  followed  a  moderate 
upward  trend  during  13^-1,  and.  the  average  price  received 
by  farmers  for  lambs  during  the  year  vras  nearly  9I.5O 
higher  than  in  l^hO, 

Wool:  Farm  income  from  wool  in  19*42  probably  will  be  fully  as 

large  as  the  '19*41  '-income,  if  not  larger.    The  19U1  income, 
tentatively  estimated  at  1^3  million  dollars,  was  the  second 
largest  on  record,  being  surpassed  only  by  the  147  million 
in  191S.    To  assure  adequate  supplies  of  raw  wool  for 
military  requirements,  mill  consumption  of  wool  in  the  first 
quarter  of  1942  will  be  limited  to  00  percent  of  the  rate 
'  which  prevailed  in  the  first  half  of  19^1  •  Consumption 
was  at  a  record  high  in  1941,  and  in  I9H2  probably  will  be 
much  larger  than  in  most  recent  years. 

Dairy  products?  Production  of  milk  and  of  most  manufactured  dairy  products 
is  expected  to  be  the  largest  on  record  in  19^2.  However, 
as  a  result  of  increa.sing  consumer  incomes  and  prospectivs 
large  exports  under  the  lend— lease  program,  prices  of 
dairy  products  probably  will  average  higher  in  19*42  than 
in  1941. 

Poultry  and         Production  of  poultry  products  responded  rapidly  to  favor- 
eggs  :  able  prices  in  1341,  .-.aid  further  material  increases  are 
expected  this  year.    Because  of  the  stronger  average  do- 
mestic demand  and  prospective  Iond-ler.se  purchases,  how- 
ever, prices  received  by  farmers  for  poultry  products  are 
likely  to  average  higher  this  year  than  lasl 


Fats  and  oils:    A  strong  domestic  demand  for  fats  and  oils  and  large  ex- 
ports of  lard  are  in  prospect  for  19*42.    Production  plus 
imports,  however,  may  be  2  to  10  percent  Icts  than  total 
reouiroments  as  a  result  of  curtailment  of  imports  from 
the  Pacific.    The  deficiency  can  be  covered  by  withdrawals 
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from  stocks,  but  a  material  incren.se  in  production  will 
be  needed  this  year  if  requirements  are  to  be  fully  met 
in  19)j-3  •    Prices  probably  will  average  higher  in  19^2  than 
in  19^1,  although  advances  from  present  levels  are  likely 
to  be  limited  by  control  measures. 

Total  production  of  fruit  in  the  19H2-U3  fruit  season 
(July-June)  probably  will  be  about  the  same  as  in  the 
19 Hi 2  season.    Consumer  purchasing  power  will  average 
higher  in  19^-2  than  in  I9HI,  and  the  demand  situation  for 
fruits  and  fruit  products  will  be  the  most  favorable  in 
more  than  a  decade. 

Although  present  prospects  indicate  little  increase  in 
plantings  of  white  potatoes  in  19^2,  because  cf  the 
favorable  outlook  on  the  demand  side,  there  appears,  to 
be  a  need  for  increased  production.    Prospective  I9H2 
demand  conditions  suggest  the  probability  of  higher  rv:r- 
age  prices  than  in  I9H1.     Increased  plantings  and  pro- 
duction of  sweetpotatoes  are  in -prospect  for  1942  as  a 
result  of  the  rising  level  of  food  prices. 

The  19^1  record  bean  production  -probably  will  bo  exceeded 
in  19^2,  but  prices  probably  will  continue  the  upward 
trend  in  evidence  through  19^1,  reflecting  further 
improvement  in  demand. 

Truck  crops:  Truck  crop  production  in  19^1  was  smaller  than  in  19^0, 
but  higher  prices  resulted  in  a  record  income  t*  pro- 
ducers. There  will  be  a  general  tendency  to  increase 
truck  cror)  acreage  this  year,  both  for  the  fresh  market 
and  for  processing.  Owing  to  the  increa.se  in  demand, 
prices  received  by  producers  generally,  probably  will 
average  higher  than  in  19'-H, 

CATTL3 

The  movement  of  stocker  and  feeder  cattle  into  the  Corn  Belt  during 
the  past  2  months  (lTovembor~Dec  ember)  has  been  larger  than  a  year  earlier; 
during  the  past  fall  (July-October)  such  r}j.pments  were  about  20  percent 
smaller.    The  sharp  advance  in  prices  of  fat  cattle  since  early  November  has 
been  reflected  in  an  active  demand  for  replacement  cattle  by  Corn  Belt  feed- 
ers.   Market  reports  indica.te  that  a  fairly  large  proportion  of  the  cattle 
purchased  in  recent  weeks  ha.s  been  short— fed  cattle  suitable  for  farther  feed- 
ing, e.ltho-dgh  the  increase  in  purchases  over  a  year  earlier  probably  also 
reflects  the  relatively  late  movement  of  cattle  from  the  range  States  this 
fall . 

Marketings  of  slaughter  cattle  increased  sharply  in  December,  raising 
the  tot.-u.  number  of  cattle  slaughtered  under  Federal  inspection  during  19^1 
to  10.9  million  head.    Thin  was  1.2  million  head  more  than  in  19^0  and  the 
third  largest  commercial  cattle  slaughter  on  record.     Inspected  calf  slaughter 
of  5.5  million  head  in  I9U1  was  only  a  little  larger  than  in  I9U0, 


Fruits: 


Potatoes: 


Dry  edible 
beans: 
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Although  the  total  number  of  cattle  and  calves  slaughtered  during 
19Ul  was  about  l.h  railli  on  head  greater  than  in  l^O,  cattle  numbers  probably 
increased  aboxit  2  million  head  during  the  year,  raising  the  total  number  of 
cattle  and  calves  on  farms  and  ranches  at  the  beginning  of  l^h?  to  close  to 
the  peak  number  reached  in  193^«    With  consumer  demand  for  meats  expected 
to  be  strong  in  19^2 ,  the  Department  of  Agriculture  last  September  recommended 
that  total  marketings  of  cattle  and  calves  for  slaughter  be  increased  to 
about  28  million  head  this  year,  a  somewhat  larger  total,  slaughter  than  would 
normally  be  expected  in  19^-2.    This  would  prevent  a  further  expansion  in 
cattle  numbers  and  in  marketings  in  subseouent  years  when  consumer  demand 
may  not  be  so  strong  as  it  is  now.    Reaching  the  19^2  goal  for  cattle  slaughter 
would  not  have  much  depressing  effect  upon  prices  this  year,  and  the  long- 
time outlook  for  the  cattle  industry  would  be  improved. 

Prices  of  \tfell-finished  slaughter  cattle  weakened  a  little  in  early 
January,  following  the  sharp  auvance  of  the  preceding  6  weeks.    The  average 
price  of  good  grade  beef  steers  at  Chicago  for  the  week  ended  January  3  was 
$12.55*  compared  with  $11.00  in  early  November  and  $12.10  in  the  correspond- 
ing week  a  year  earlier.    Prices  of  most  weights  and  grades  of  fat  cr,ttle  care 
now  higher  than  the  perk  prices  reached  last  winter. 

HOGS 

Hog  production  in  19^-2  will  set  a  new  all-time  record.    The  number 
of  pigs  raised  during  the  past  fall  totaled  J 5*6  million  head,  IS  percent 
more  than  the  19^-0  crop  and  the  largest  fall  crop  on  record.    The  number  of 
sows  indica.ted  to  farrow  during  the  19^-2  spring  season  is  23  percent  larger 
than  in  19^-1,  and  if  the  number  of  pigs  saved  per  litter  is  about  average, 
this  year's  spring  crop  will  total  close  to  62  million  head.    The  largest 
spring  crop  raised  in  any  other  year  of  record  was  5^"*  5  million  head  in  1927 • 

On  the  basis  of  these  increases  in  the  number  of  pigs  raised  and  in 
the  trend  of  marketings  during  the  past  few  months,  slaughter  sup-plies  of 
hogs  in  19^2  are  expected  to  be  exceptionally  large.     Inspected  hog  slaughter 
during  the  calendar  year  may  reach  a  total  of  5^~55  million  head.    Thj.s  com- 
pares with  U6.5  million  head  in  194-1  and  the  previous  record  of  a  little  over 
53  million  head  slaughtered  in  1923.    The  increase  over  corresponding  months 
of  lQl+l  will  be  most  pronounced  next  fall  and  winter. 

Although  hog  marketings  in  lQ^-2  are  now  expected  to  be  considerably 
larger  than  were  indicated  last  fall,  the  outlook  for  hog  producers  continues 
favorable.    Because  of  the  defense  program,  consumer  demand  for  meats  will  be 
stronger  this  year  than  last.     Government  purchases  of  pork  and  lard  also 
will  be  larger,  and  total  supplies  for  domestic  consumption  will  be  only  a 
little  greater  than  those  of  19^-1.    The  Secretary  of  agriculture  has  issued 
a  proclamation  under  the  Steagall  Amendment  to  the  Commodity  Credit  Corpo- 
ration Act  of  I9U1  encouraging  an  expansion  in  production  of  hogs,  and  giv- 
ing notice  of  intention  to  manage  the  Government  purchase  and  other  programs 
in  such  a  way  as  to  maintain  a.  minimum  price  for  hogs  of  85  percent  of  parity. 
Prices  received  by  farmers  for  hogs  in  19^2  are  expected  to-  average  higher 
-than  in  19^1,  although  they  probabl;-  vail  not  advance  as  sharply  as  they  did 
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in  the  first  9  months  of  last  year.    This  together  with  record  large  markets 
ings  will  return  to  farmers  the  largest  cash  farm  income  from  the  sale  of 
hogs  in  over  20  years. 

Hog  prices  advanced  fairly  sharply  in  the  first  half  of  December, 
and  since  then  they  have  continued  at  a  level  nearly  as  high  as  that  reached 
last  September.     The  average  price  of  butcher  hogs  at  Chicago  for  the  week 
ended  January  3  was  $11.10,  compared  with  $10.00  a  month  earlier  and  $6.95 
a  year  earlier.    The  United  States  average  price  received  by  farmers  for 
hogs  in  December  of  $10.21  was  98  percent  of  parity.     Inspected  hog  slaughter 
in  December  totaled  5»8  million  head,  2o  percent  more  than  in  November,  but 
5  percent  less  than  in  December  1940. 

LAMBS 

The  outlook  for  sheep  and  lambs  has  not  changed  greatly  during  the 
past  few  months.    The  1941  lamb  crop  was  5  percent  larger  than  the  1940  crop, 
but  slaughter  of  sheep  and  lambs  during  May-December  was  only  3  percent 
larger  than  a  year  earlier.    This  together  with  early  winter  indications  of 
an  increase  in  lamb  feeding  operations  this' season  ever  last  points  to  a 
moderate  increase  in  slaughter  supplies  of  sheep  and  lnmbs  during  the  late 
winter  and  spring  over  those  of  a  year  earlier.    The  number  of  lambs  to  be 
fed  in  the  important  lamb-feeding  State  of  Colorado  will  be  considerably 
larger  th.an  a  year  earlier,  and  the  number  of  Texas  lambs  held  back  for 
marketing  next  spring  as  shorn  yearlings  is  expected  to  be  large.    A  con- 
siderable tendency  to  increase  breeding  stock  in  the  Western  sheep  States 
has  been  reported,  and  if  weather  conditions  are  favorable  next  spring  the 
1942  lamb  crop  probably  will  .again  be  large. 

Lamb  prices  adv.aneed  fairly  sharjjly  in  late  November  and  early 
December,  and  in  the  past  few  weeks  they  have  been  about  as  high  as  the 
peak  prices  reached  last  September.    The  average  price  of  good  .and  choice 
grade  slaughter  lambs  at  Chicago  in  errly  January  was  $12.30,  compared  with 
'$11.10  in  early  November,  .and  $9.70  in  the  corresponding  week  of  19^0.  Price 
received  by  farmers  for  lambs  in  1941  averaged  close  to  $1.50  higher  than  the 

1940  average  price  of  about  $8.10.    This  increase  in  price  was  largely  due 
to  the  marked  improvement  in  consumer  demand  for  meats  in  1941  over  1940 
and  to  the  higher  prices  for  wool.    Further  improvement  in  consumer  demand 
conditions  are  expected  for  19*42,  but  recently  established  ceiling  prices 
for  wool  will  limit  further  rdvr.nces  in  this  factor  affecting  lamb  prices. 

Marketings  of  sheep  and  lambs  for  slaughter  incrersed  shn.rply  in 
December.     Inspected  slaughter  for  the  month  totaled  .1,571 » 000  heod,  10  per- 
cent mere  than  in  November  and  11  percent  more  than  in  December  19^0. 
Slaughter  for  the  entire  year  totaled  18.1  million  he.-\d,  about  4  percent 
more  than  in  1940. 

WOOL 

Cash  income  received  by  formers  and  ranchers  for  the  sale  of  wool 
in  1942  probably  will  be  as  Large  as  the  1941  income,  if  not  larger.  The 

1941  income,  tentatively  estimated  at  143  million  dollars,  was  the  second 
largest  on  record,  being  surpassed  only  by  the  1918  income  of  147  million 
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dollars.    Prices  received  "by  farmers  in  19^1  were  considerably  higher 
than  at  any  time  in  the  past  decade.    The  higher  prices  were  chiefly  the 
result  of  the  marked  increase  in  mill  consumption  of  wool  in  the  United 
States . 

Temporary  ceiling  prices  now  in  effect  for  raw  wool  limit  maximum 
prices  to  the  highest  prices  which  prevailed  during  the  period  October  1— 
December  S,  19Ul.    For  most  raw  wools  the  ceiling  prices  are  higher  than  at 
any  time  since  early  1929.     Sales  reported  at  Boston  in  December  were  at 
the  maximum  prices  permitted  under  present  regulations. 

Mill  consumption  of  wool  in  thy  first  quarter  of  19U2  will  "be  limited, 
under  the  wool  conservation  program  recently  announced  by  the  Office  of  Pro- 
duction Management,  to  80  percent  of  the  rate  which  prevailed  in  the  first 
half  of  19^1.    However,  consumption  was  at  a  record  level  in  19*4-1 ,  and  the 
1942  consumption  probably  will  be  much  larger  than  consumption  in  most  re- 
cent years.    Prospective  large  military  requirements  will  be  met  in  full 
and  the  reduction  will  be  attained  by  restricting  consumption  for  civilian 
uses  to  hO  or  50  percent  of  the  quantity  used  in  the  19^-1  period.    The  con- 
servation program  was  considered  necessary  in  view  of  the  difficulty  of  im- 
porting large  quantities  of  wool  under  wartime  shipping  conditions. 

Mill  consumption  of  apparel  wool  declined  seasonally  in  November 
from  the  record  rate  maintained  in  September  and  October,  but  with  this 
exception  the  November  rate  was  higher  than  in  any  previous  month.  Con- 
sumption on  a  greasy  shorn  and  pulled  basis  totaled  Styl  million  pounds  in 
the  first  11  months  of  lQ^l  compared  with  570  million  pounds  in  the  same 
months  of  19^0. 

Imports  of  wool  into  the  United  States  were  at  a  record  level  in 
191-!-!  and  supplies  of  wool  in  the  United  States  at  the  end  of  19*41  were  con- 
siderably larger  than  in  most  recent  years.     In  addition,  Australian  wool 
was  imported  as  a  strategic  reserve  by  the  Defense  Supplies  Corporation. 
Publication  of  import  data  has  now  been  suspended. 

PATS,  OILS,  AID  OILSEEDS 

Domestic  demand  "or  fats  and  oils  in  19*42  will  be  the  strongest  in 
more  than  20  y^ars,  and  substantial  purchases  of  lard  for  lend-lea.se  shipment 
are  in  prospect.    On  the  supply  side,  the  United  States  faces  a.  possible 
deficiency  equivalent  to  £  to  10  percent  of  total  reauirements  as  a  result 
of  the  curtailment  of  imports  of  oilseeds  and  oils  from  the  Pa-cific  area. 
This  deficiency  probably  can  be  covered  by  withdrawals  from  stocks  on  hand, 
but  a  material  increa.se  in  domestic  production  will  be  needed  this  year  if 
expected  requirements  are  to  be  fully  net  in  19*4-3.    Prices  of  fats,  oils  and 
oilseeds  probably  will  average  higher  in  19^-2  than  in  19*+1,  although  ad- 
vances from  present  levels  are  likely  to  be  limited  by  control  mea.sures. 

The  principal  changes  in  the  outlook  for  fats  and  oils  since  last 
fall  arise  from:     (l)    The  outbreak  of  war  in  the  Pacific,  and  (2)  oction 
taken  by  the  Office  of  Price  Administration  in- establishing  ceilings  for 
wholesale  prices  of  fats  and  oils  (except  butter).    More  than  oO  percent  of 
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total  imports  of  oilseeds,  fats,  and  oils  in  recent  months  has  originated 
in  the  Pacific  area,  which  normally  supplies  all  of  our  imports  of  copra, 
coconut  oil,  tung  oil,  and  perilla  oil,  and  most  of  our  imports  of  palm 
oil.  Price  ceilings  for  fats  and  oils  arc  now  set  at  the  October  1  level 
or  at  111  percent  of  the  November  26  level,  whichever  is  higher,  with  the 
special  provision  that  the  ceilings  for. soybean  oil  and  linseed  oil  will  be 
the  October  1  price  plus. 0.75  cent  per  pound. 

The  original  order  on  prices,  issued  December  13,  set  the  ceilings 
at  levels  prevailing  November  26.     Subsequently,  trading  was  brought  virtu- 
ally to  a  standstill.    An  amendment  to  the  order,  issued  January  2,  raised 
the  ceilings  by  a  minimum  of  11  percent.    Trp>ding  in  domestic  items  was  re- 
sumed, with  most  transactions  in  early  January  being  conducted  below  the  new 
ceiling' levels.    An  order  issued  by  the  Office  of  Production  Management  on 
December  29,  prohibiting  deliveries  of  fats  and  oils  to  manufacturers  beyond 
a.90-days'  operating  supply,  apparently  had  the  effect  of  restricting  demand, 
as  processors  with  large  stocks  on  hand  were  forced  to  withdraw  temporarily 
from  the 'market, 

CORN  AND  OTHER  FE3D 

Supplies  of  feed  grains,  hay,  and  high-protein  feeds,  are  the  largest 
in  more  than  20  years.    Consumption  of  feed  grains  during  1941-42  is  ex- 
pected to  be  larger  than  the  crop,   so  that  carry-over  into  1942-43 
probably  will  be  smaller  than  at  the  beginning  of  19^1-^2.     The  carry-over 
of  corn  next  October  1  nay  be  50  million  bushels  smaller  than  the  carry-over 
of  646  million  bushels  last  October  1.    The  oats  carry-over  probably  will 
be  near  the  1928-32  average  of  157  million  bushels.    Peed-grain  prices  ad- 
vanced about  25  percent  during  1941  and.  byproduct  feed  prices  advanced  about 
3?  percent.    The  strong  demand  for  feed  end  the  higher  loan  on  1942  corn  are 
expected  to  hold  feed  prices  near  or  above  the  late  1941  level  during  1942, 
The  policy  established  early  in  1941  of  selling  Government-owned  corn  stocks 
nt  prices  which  will  tend  to  stimulate  production  of  livestock  products,  how- 
ever, is  expected  to  continue  through  1942.    This  policy  v/ill  encourage  the 
marked  expansion  desired  in  the  output  of  animal  products. 

Total  supplies  of  feed  concentrates  for  19^1-I;-2  are  estimated  to  be 
142.8  million  tons,  5.4  million  tons  larger  than  was  estimated  in  September. 
The  supply  per  grain-consurning  animal  unit  is  1.02  tons,  or  19  percent  above 
the  1923-32  average.    The  latest  estimate  of .the  1941  corn  supply  was  5 » 318 
million  bushels,  163  million  bushels  larger  than  the  19^0  supply;  and  the 
oats  supply  is  estimated  at  1,400  million  bushels,  7  million  bushels  larger 
than  in  1940-4-1.    Combined  di sappearance  of  corn  and  oats  during  the  last 
half  of  194*1  was  7  percent  greater  than  in  the  last  half  of  19U0.     Stocks  of 
corn  on  January  1  to tried  2,177  million  bushels,  or  145  million  bushels  larger 
than  on  January  1,  19M1;  stocks  of  oats  were  42  million  bushels  smaller.  Tb* 
supply  of  high--protein  feeds  for  domestic  use  is  expected  to  be  about  5  *° 
10  percent  larger  in  1941-42  than  for  1940-41,  but  the  supply  of  wheat  mill- 
feeds  nay  be  a  little  smaller.    Thft  hay  supply  totals  10/  million  tons,  the 
largest  in  21  years  of  record. 
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Prices  of  corn  and  oats  advanced  about  6  to  3  cents  per  "bushel  during 
the  past  month,  barley  advanced  slightly,  and  byproduct  feeds  advanced  §1.00 
to  $5.00  per  ton.     For  the  week  ended  January  4  the  price  of  No*  3  Yellow 
corn  at  Chicago  averaged  73.2  cents  per  bushel,  3  cents  higher  than  the 
peak  reached  last  September,  and  the  highest  level  since  October  1°30  ex- 
cept in  the  drought  years.    Prices  of  oats  and  barley  were  at  about  the 
highest  levels  since  July  1S28  except  in  the  drought  years.    The  T!nited 
States  average  pri  ce  of  hay  advanced  $1.49  per  ton  from  mid-September  to 
mid-December,  but  hay  prices  are  still  low  relative  to  those  of  feed  grains 
and  livestock  products.     Feed  prices  are  generally  favorable  to  livestock 
producers  except  for  the  butterfat-feed  grain  price  ratio.    The  price  of 
butterfat,  however,  is  high  relative  to  the  price  cf  hay  and  the  United 
States  average  -rice  paid  by  oendenreries  for  whole  milk  is  high  relative 
to  orices  of  both  feed  grains  and  hay. 

WHEAT 

The  preliminary  indication  of  1942  production  of  winter  wheat  is 
placed  at  651  million  bushels.     There  is  no  indication  as  yet  of  spring  wheat 
production  in  1942,    However,  considering  the  reduction  in  fall  seedings 
which  has  "oaken  place  in  spring  wheat  States,  a  reduction  in  spring  seedings 
of  9  percent  will  be  necessary  if  acreages  are  to  be  adjusted  to  1942  allot- 
ment levels.    Such  a  reduction  would  indicate  a  spring  wheat  acreage  of 
15.1  million  acres.    In  order  to  avoid  overplan ting ' many  growers  usually 
seed  somewhat  below  their  allotments,  but  this  factor  may  be  partially  off- 
set this  year  by  increased  seedings  of  spring  wheat  in  some  winter  wheat 
States  where  fall  seedings  were  much  below  allotments  because  of  unfavor- 
able conditions  at  seeding  time.     If  15.1  million  acres  are  seeded  and 
average  yi'eTls  are  obtained,  production  of  spring  wheat  would  amount  to 
162  million  bushels.     On  this  basis,  the  total  crop  would  amount  to  793 
million  bushels. 

With  domestic  disappearance  in  the  neighborhood  of  670  million  bushels, 
this  Would  leave  about  123  million  bushels  available  for  export  or  addition 
to  carry-over •    Unless  exports  develop  sufficiently  to  remove  this  quantity, 
it  follows  that  stocks  on  July  1,  1943  will  be  larger  than  on  July  1,  1942 
when  they  may  amount  to  640  million  bushels.    Even  though  this  should  be 
the  case,  it  is  exnected  that  wheat  rimces  in  1942-43  will  be  maintained 
at  relatively  high  levels  in  comparison  with  prices  in  other  principal  ex- 
porting countries  by  the  loan  program. 

In  the  Slimmer  Viheat  Outlook  issued  in  August  an  acreage  about  the 
same  as  that  in  a;  cated  December  1  was  used  but  with  average  yields.  Condi- 
tions for  growth  have  Subsequently  turned  out  to  be  very  favorable,  so  that 
the  yield  of  winter  wheat  is  now  indicated  by  condition  and  weather  factors 
at  1C.0  bushels  per  acre  compared  with  the  20-year  1921-40  average  of  12.4 
bushels.    On  39,3  million  acres  this  difference  in  yield  would  account  for 
an  increase  of  140  million  bushels. 

Wheat  prices  are  generally  slightly  higher  than  a  month  ago,  and  only 
slightly  below  the  highest  levels  since  1937.     On  December  15  market  prices 
compared  with  loan  values  as  follows:    St.  Louis,  Kansas  City,  and  Minneapolis, 
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19,  16,  and  8  cents,  respectively,  above,  and  at  Portland  5  cents  below. 
Thus  the  "rices  of  soft  red  winter  and  hard  red  winker  wheat  represented 
by  the  St.  Louis  and  Kansas  City  markets  are  above  the  loan  plus  15  cents, 
at  which  level  Commodity  Credit  stocks  are  offered.     The  policy  of  the 
Commodity  Credit  Corporation  in  soiling;  wheat  v/ill  be  an  important  price 
influence  in  the  markets  throughout  1942.    Up  to  the  first  of  the  year 
about  £0  million  bushels  of  wheat  had  been  sold  by  the  Corporation,  leaving 
holdings  of  about  165  million  bushels. 

F.ICE 


Average  prices  of  rough  rice  per  barrel  received  by  growers  dviring 
the  current  reason  have  advanced  from  $3.21  in  mid -September  to  $5. IS  in 
mid-December,  reflecting  declining  crop  prospects.    Rice  prices  are  now  at 
about  the  highest  level  since  1925.     Prospects  are  for  a  maintained  good 
demand  and  a  small  carry-over  at  the  end  of  the  season. 

A  gulf  storm  in  September  and  excessive  rainfall  later  reduced  the 
crop  in  the  Southern  States  from  the  favorable  crop  in  orospect  earlier  in 
the  season.     Much  of  the  California  croo  was  planted  late,  and  the  summer 
was  unfavorable  for  proper  growth  and  filling  of  the  heads.     The  harvest 
in  both  areas  was  slow  and  difficult  as  the  result  of  rains. 

The  United  States  1941  rice  crop  is  officially  estimated  at  15.0  mil- 
lion 182-pound  barrels.    Added  to  a  carry-over  of  1.6  million  barrels  (rough 
plus  milled  converted  to  rough)  this  indicates  total  domestic  supplies  of 
IS. 7  million  barrels,  compared  with  17.6  million  barrels  in  1940  and  15.1 
million  barrels  the  1950-39  average.    Domestic  disappearance  of  rice  in 
1941-42  in  terms  of  rough  may  be  somewhat  aboire  the  3.2-barrel  average  and 
also  above  the  8.4  million  barrels  in  1940-41.    Exports  and  shipments  in 
1940-41  totaled  7.4  million  barrels,  and  it  is  expected  that  this  total  will 
be  exceeded  in  1941-42.     On  the  basis  of  tiese  assumptions,  the  carry-over 
at  the  beginning  of  the  1942  season  is  expected  to  be  considerably  smaller 
than  the  1932-40  average  of  1.5  million  barrels.    The  carry-over  at  the 
beginning  of  the  1941  season  was  placed  at  1.6  million  barrels.     It  is  al- 
together likely  that  domestic  and  foreign  requirements  in  1942-43  will  be 
considerably  larger  justifying  an  increase  in  1942  seedings.     The  acreage 
in  1941  was  1.2  million  acres,  substantially  above  the  1930-39  average  of 
942,000  acres. 


COTTOW 


A  total  domestic  cotton  consumption  of  close  to  H-l/2  million  bales 
for  the  current  season  is  now  expected  on  account  of  heavy  military  and 
'civilian  demand.     This  would  exceed  the  record  high  of  last  season  by  1-3/4 
million  bales  and  the  5-year  (1936-40)  average  by  nearly  5  million  bales. 
The  expected  consumption  and  the  Prospective  experts  may  reduce  the  August  1# 
1942  domestic  carry-over  to  approximately  10  million  bales.     This  would  be 
2  million  bales  below  that  of  a  year  earlier  and  the  smallest  since  1937. 
Even  so,   bhe  carry-over  on  August  1  next  would  still  be  exceptionally  large 
and  most  of  it  would  again  bo  owned  or  held  as  collateral  against  loans  by 
the  Government.     Should  the  acreage  equal  25  million  and  yields  be  the  same 
as  the  5-year  1936-40  average,  the  1942  production  would  be  about  12  million 
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bales.    This  together  with  the  prospective  carry-over  would  ^ive  a  domestic 
supply  next  season  about  the  same  as  that  of  the  current  season.    Without  a 
material  decline  in  the  1942  production  of  foreign  cotton,  the  world  supply 
of  such  cotton  will  be  considerably  larger  next  season  due  to  an  expected 
further  increase  in  the  carry-over. 

Largely  because  of  increased  military  requirements  for  textiles  and 
the  strong  civilian  demand  accompanying  the  marked  increase  in  employment 
and  consumer  i  i comes,  domestic  cotton  consumption  now  seems  likely  to  be 
considerably  larger  than  was  expected  last  fall.     This  together  with  some 
change  in  export  prospects  indicates  a  materially  smaller  carry-over  than 
had  previously  ^een  anticipated. 

On  a  daily  basis,  domestic  cotton  consumption  established  a  new  re- 
cord high  in  November,  but  declined  somewhat  in  December.     Despite  the 
December  decline  -which  usually  occurs,  and  reduced  requirements  for  auto- 
mobile^ ana  tires,  the  daily  rate  is  expected  to  reach  new  record  levels. 
The  extremely  high  rate  of  domestic  consumption  and  general  inflationary 
sentiment  in  the  cotton  trade,  together  with  the  Government  loan  program, 
were  important  factors  contributing  to  a  net  advance  of  about  1-3/4  cents 
per  pound  in  domestic  cotton  prices  from  mid-December  to  mid- January.  The 
January  1?  price  of  18,82  cents  for  Middling  15/16  inch  cotton  in  the  10 
markets  was  8-3/5  cents  higher  than  a  year  earlier  and  the  highest  since 
September  1929.    Although  domestic  prices  recently  have  Veen  3  to  4-1/2 
cents  above  the  1941  loan  ra+-e,  farmers  have  continued  to  place  cotton  under 
Government  loan  but  in  much  smaller  volume  than  in  preceding  weeks.  The 
sale  of  Government- owned  stocks  at  announced  prices  will  be  an  important  in- 
fluence on  prices  during  1942. 

DAIRY  PRODUCTS 

Total  milk  production  in  1942  is  expected  to  be  the  largest  on  record. 
It  is  expected  that  there  will  be  a  3  to  4  percent  increase  in  the  number  of 
milk  cows  on  farms  and  there  may  be  some  increase  in  milk  production  per  cow 
from  the  record  high  level  of  this  year.     Feed  supplies  during  the  first 
half  of  1942  will  be  ample  for  heavy  feeding  but  feed  prices  will  be  materi- 
ally higher  than  in  the  corresponding  months  of  1941.    Because  of  increasing 
consumer  incomes  and  prospective  large  erports  under  the  lend-lease  program, 
prices  of  dairy  rroducts  probably  will  average  higher  in  1942  than  in  1941 
but  the  increase  in  prices  may  Ve  less  than  the  increase  from  1940  to  1941. 
Production  of  evaporated  milk,  American  cheese,  and  dry  skim,  milk  for  human 
consumption  will  be  the  largest  on  record  in  1942.     These  are  the  major  dairy 
products  needed  under  the  lend-lease  program.    Butter  production  may  be 
about  the  same  as  in  1941,  or  only  slightly  larger. 

There  is  little  change  in  the  l  resent  outlook  from  that  issued  last 
fall.    Feed  prices  are  now  somewhat  higher  than  was  expected  at  that  time 
so   -ha4-  the  butter"at-feed  -.rice  ratios  may  be  materially  less  favorable 
during  most  of  1942  than  a  year  earlier,  and  the  ratio  of  prices  paid  by 
condenseries  for  milk  to  feed  grain  prices  may  be  somewhat  less  favorable. 
Under  the  Steagall  Amendment  to  the  Commodity  Corporation  Act  of  1941,  the 
Secretary  of  Agriculture  has  issued  a  proclamation  encouraging  expansion 
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of  cheese,  evaporated,  and  dried  skim  milk  production,  and  undertaking  to  v 
manage  the  purchase  and  other  Government  programs  for  these  commodities  in 
Such  a  way  as,  within  the  limits  of  available  funds,  to  maintain  a  minimum  e 
price  of  85  percent  of  parity.     Other  aspects  of  the  dairy  outlook  are  j 
essentially  the  same  as  described  in  the  October  report. 

Butter  prices  in  December  averaged  about  1-1/4  cents  lower  than  in 
November,  but  wholesale  prices  of  cheese  and  evaporated  milk  have  been 
steady  since  October.    As  a  result  of  increasing  feed  prices,  the  ratio  of  , 
dairy  product  prices  to  feed  prices  became  increasingly  unfavorable  in 
December.     Production  of  evaporated  milk  in  November  was  92  percent  above 
a  year  earlier,  American  cheese  production  44  percent  larger,  and  dry  skim 
milk  production  for  human  consumption  2  percent  larger.    3utter  production 
was  2  percent  smaller  than  in  November  1940.    Stocks  of  butter  on  January  1 
were  more  than  twice  as  large  as  on  the  same  date  in  1941. 

POULTRY  PRODUCTS 

Production  "of  poultry  products  responded  rapidly  to  favorable  prices 
in  1941,  ana  farther  material  increases  are  expected  this  year.    The  demand 
for  poultry  and  eggs  will  be  greater  on  the  average  than  in  1941,  however, 
and  probably  will  more  than  offset  the  effects  on  prices  of  the  increased 
supplies • 

It  now  appears  that  the  increase  in  egg  production  this  year  compared 
with  1941  nay  slightly  exceed  the  10-percent  increase  indicated  in  earlier 
outlook  statements.    The  number  of  layers  cn  farms  January  1  was  nearly  10 
percent  larger  than  on  January  1,  1941  and  the  excess  over  a  year  earlier 
may  increase  slightly  since  the  number  of  pullets  remaining  to  be  added  to 
laying  flocks  is  much  larger  than  a  year  ago  and  only  the  minimum  of  culling 
probably  Will  be  done  during  the  next  several  months.    The  large  proportion 
of  pullets  in  laying  flocks  this  year  will  help  to  maintain  a  continued 
high  rate  of  lay  per  bird. 

The  estimated  requirements  for  lend-lease  have  been  increased  since 
last  October  so  that  in  soite  of  greatly  increased  production,  supplies  for 
domestic  utilisation  this  year  probably  will  be  about  as  large  as  in  1941. 
Prices  received  by  farmers  for  eggs  this  year  are  expected  to  average  higher 
than  in  1941  and  the  feed-egg  ratio  probably  will  be  about  average  despite 
the  probable  higher  feed  prices. 

The  number  of  chickens  raised  on  farms  is  expected  to  increase  further 

this  year,  as  indicated  in  earlier  outlook  statements,  and  the  output  of 
commercial  broilers  probably  will  continue  at  record  levels  during  much  of 
the  year.    Total  slaughter  supplies  and  per  capita  consumption  of  chickens 
this  year  probably  will  be  the  largest  on -record  but  prices  received  by 
farmers  for  chickens  may  average  higher  than  in  1941. 

Under  the  Steagall  Amendment  to  the  Commodity  Credit  Corporation  Act 
Of  1941,  the  Secretary  of  Agriculture  to  ercourage  production  has  proclaimed 
that  Government  purchase    and  ether  programs  for  oggs  and  chickens  will  bo 
so  conducted  as  to  maintain,  within  the  limits  of  available  funds,  prices 
of  these  ccirmoditres  at  not  less  than  85  percent  of  parity  through  December  S\ 
1942. 
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Although  the  rate  of  production  per  layer  probably  has  been  retarded 
by  the  recent  cold  wave,  market  receipts  have  continued  a  little  larger 
than  a  year  earlier.    The  wholesale  price  of  fresh  firsts  at  Chicago  in 
early  January  was  about  12  cents  (55  percent)  higher  than  a  year  earlier. 
Wholesale  prices  of  live  chickens  at  Chicago  have  continued  higher  than  a 
year  earlier  despite  continued  heavier  total  marketings.     Consumption  of 
chicken  meat  during  the  past  few  months  has  been  the  heaviest  on  record. 

Turkey  raising  in  19^1,  as  a  whole,  ..was  the  most  profitable  in  sever- 
al years,  so  a  material  increase  in  turkey  production  probably  will  occur 
this  year. 

POTATOES  AND  SWEETPOTATOES 

Although  market  prices  of  potatoes  are  currently  well  above  those 
prevailing  a  year  earlier,  the  prospect  is  that  there  will  be  little  tenden- 
cy for  growers  to  increase  their  plantings  of  potatoes  in  19^-2.     In  many 
important  potato  producing  areas  there  are  alternative  crops  which  give  prom- 
ise of  greater  returns  than  do  potatoes  in  19^-2,  a  situation  which  may  result 
in  some  decreases  in  plantings  to  potatoes.    Nevertheless,  there  appears  to 
be  a  need  for  some  expansion  in  plantings  in  the  late  potato  States,  and  the 
19^2  national  goal  calls  for  a  slight  increase  over  the  acreage  planted  in 
19Hl. 

Such  an  increase  would  result,  with  average  yields,  in  a  total  crop 
of  about  36O  million  bushels.    This  production  would  differ  but  little  from 
the  352  million  bushels  produced  in  19^1  or  the  revised  average  of  the  re- 
cent 10-year  period.     Yields  in  the  last  two  seasons  were  somewhat  above 
average,  and  the  trend  in  yields  in  recent  years  has  been  sharply  upward.  It 
is  not  improbable,  therefore,  that  higher  than  average  yields  will  be  ob- 
tained in  19^-2,  in  which  case  production  may  be  somewhat  above  average  in 
19^2.    Aiso  the  increases  in  plantings  indicated  by  the  19^+2  goal  are  large- 
ly in  the  late  States.     Increased  production  in  these  States  would  mean_  in- 
creased production  for  the  period  in  which  supplies  appear  to  be  moderately 
scarce  during  the  current  season.     Because  of  the  probability  that  demand 
for  foods  in  general  will  be  better  in  the  19^2  season  than  in  19^-1,  the 
prospect  is  that  potato  prices  will  hold  to  levels  somewhat  higher  than  in 
recent  years,  unless  production  is  materially  increased. 

Slight  increases  in  plantings  of  sweetpotatoes ,  rarticularly  in  the 
Southern  States,  are  in  prospect  for  19^2.    This  larger  acreage  with  average 
yields  would  result  in  a  production  slightly  larger  than  the  average  of  re- 
cent years.     If  a  moderate-sized  crop  is  produced  in  19^-2,  somewhat  higher 
prices  would  be  received  by  producers.     In  any  event,  it  is  probable  that 
income  from  the  production  of  sweetpotatoes  will  be  larger  in  19^2  than  in 
recent  years,  since  income,  as  a  general  rule,  varies  directly  with  changes 
in  the  general  level  of  food  prices,  and  the  prospect  is  for  a  higher  level 
of  food  prices  in  19U2  than  in  19UI. 

DRY  EDIBLE  BEANS 

A  considerable  expansion  in  the  acreage  and  production  of  dry  edible 
beans  is  in  prospect  for  19^2.    A  sharp  increase  in  the  output  of  the  white 
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varieties  in  19*+1  resulted  in  the  largest  total  "bean  crop  on  record.  Govern- 
ment purchases  and  increased  consumer  demand,  however,  have  resulted  in  a 
sub s t ant i ally  higher  level  of  prices  in  the  current  season.     It  is  partly  as 
a  result  of  these  higher  prices  that  acreage  increases  will  "be  forthcoming 
in  19^2.    Average  yields  would  result  in  a  new  record  large  production,  but 
with  further  increases  in  demand  in  prospect  a  larger  crop  probably  would 
sell  at  prices  somewhat  higher  than  in  19^-1. 

Acreage  and  production  increases  in  19*-' 2  over  those  of  19^+1  probably 
will  be  substantial  in  the  colored  and  miscellaneous  varieties  and  slight  in 
the  white  varieties. 

Substantial  increases  in  the  acreage  and  production  of  dry  field  peas 
are  also  in  prospect  for  19^2.     The  increased  supplies  produced  in  19^1  moved 
at  sharply  higher  prices  and  the  prospect  for  19^2  is  that  the  demand  for 
these  peas  will  be  strong.    Government  purchases  and  seed  requirements  prob- 
ably will  be  increased. 

■     TRUCK  CROPS 

The  19^+1  market  truck  crops  sold  at  relatively  high  prices,  and  re- 
sulted in  record  high  incomes  to  producers.     Although  truck  crops  growers 
attempted  to  expand  production  in  19^1 ,  unfavorable  weather  caused  acreage 
losses,  and  in  some  cases  lowered  the  average  yield  per  acre.    As  a  result, 
smaller  production  than  in  19^-0  together  with  improving  purchasing  power  re- 
sulted in  relatively  high  prices.     It  is  probable,  therefore,  that  acreages 
will  be  increased  somewhat  in  19^+2  over  those  in  19'M-l.    sarly  reports  indi- 
cate substantially  increased  plantings  to  snap  beans,  cabbage,  celery,  lettuce, 
onions,  spinach,  and  tomatoes  in  the  early  States.     If  favorable  weather  pre- 
vails, production  likewise  will  be  increased.    Although  there  may  be  decrwiw 
in  some  areas  for  individual  vegetables,  the  general  tendency  will  be  toward 
increased  plantings  in  19^-2  over  19^1.     This  trend  may  be  tempered  somewhat, 
however,  by  the  prospect  that  production  and  marketing  costs  will  be  higher 
than  in  recent  years.     Also  some  difficulty  may  be  encountered  in  obtaining 
high  quality  seed,  fertilizers,  sprays,  and  containers  for  19^-2  operations, 
and  labor  costs  arc  expected  to  be  somewhat  higher  than  in  19^1. 

Increased  plantings  of  most  processing  truck  crops  are  in  prospect  in 
19^2.    Production  and  packs  of  most  of  these  crops  were  increased  substan- 
tially in  19UI  over  those  of  19^0,  but  a  rapid  increase  in  consumer  demand, 
together  with  some  Government  purchases,  resulted  in  an  active  movement  into 
consuming  channels  at  prices  materially  above  those  of  recent  years.  A 
Government  purchase  pro-ram  for  canned  tomatoes  and  peas  is  expected  to  be 
continued  in  19U2.    Minimum  prices  slightly  above  those  of  19^1  have  been 
guarrantccd  for  canned  tomatoes  and  peas  in  order  to  obtain  the  goals  of 
HQ  and  38  million  cases  respectively. 

FRUITS 

Total  production  of  fruit  in  the  I9H2-U3  fruit  season  (July-June) 
probably  will  be  about  the  same  as  in  the  I9UI-U2  season.    A  generally  small- 
er output  of  dceiduuus  fruits  probably  will  be  offset  by  a  larger  production 
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of  citruo.    The  demand  situation  in  19*+2  for  fruits  and  fruit  products  will 
be  the  most  favorable  in  more  than  a  decade..     Consumer  purchasing  power  will 
average  higher  than  in  19^1,  and  a  considerable  expansion  in  lend-lease  ship- 
ments of  processed  fruits  is  in  prospect.    Although  production  and  marketing 
costs  will  increase  in  19^2,  it  is  likely  that  the  increase  in  demand  will 
result  in  price  levels  sufficiently  above  those  of  recent  years  to  more  than 
-cover  the  increased  costs.     It  is  unlikely  that  all  important  fruit  crops 
and  all  growers  will  share  in  the  improved  situation,  but  the  fruit  industry 
.as. a  whole  should  enjoy  a  relatively  favorable  season. 

Total  supplies  of  fresh  and  dried  fruits  available  for  distribution 
""through  regular  trade  channels  during  the  remainder  of  the  19^1-^2  fruit  sea- 
.s^n  are  slightly  smaller  than  in  the  comparable  period  in  the  preceding  sea- 
"&on.     Applies  of  canned  fruit  available  for  the  remainder  of  the  season, 
_however,  probably  are  roughly    rj-10  percent  greater  than  in  the  same  period  a 
year  earlier. 

The  movement  of  apples  out  of  cold  storage  in  December  totaled  5»5 
million- bushels,  and  or  January  1  there  were  25-7  million  bushels  in  cold 
storage  compared- with  28.6  million  bushels  on  the  same  date  a  year  'earlier. 
Auction  prices  of  Washington  Extra  I'ancy  Delicious  apples  at  Hew  York  and 
Jonathan  apples  at  Chicago  increased  contraseasonally  during  December. 

^old  storage  holdings  of  late  variety  pears  totaled  1.3  million  bush- 
els on.  January  1  compared  with  1.0  million  on  January  1,  19^-1.     Auction  prices 
rf  late  pears  in  the  week  ended  January  2  averaged  considerably  higher  than 
those  in  the  comparable  week  last  year. 

On  January  1  the  Agricultural  Marketing  Service  estimated  that  the 
production  of  oranges  in  the  19^1- ^ 2  season  would  total  gU.7  million  boxes 
compared  with  8>U.l  million  from  the  bloom  of  19^0.     It  was  also  estimated 
that  grapefruit  and  lemon  production  from  the  bloom  pf  19^-1  would  >e  smaller 
than  that  from  the  preceding  bloom.    Market  prices  of  citrus  fruits  in  gener- 
al in  the  first  week  of  January  averaged  moderately  above  prices  in  the  com- 
parable wook  a  year  earlier. 


TABLE  8--   ECONOMIC  TRENDS  AFFECTING  AGRICULTURE 
INDEX  NUMBERS:      INDICATED  BASE  PERIOD  =  100 
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Bureau  of  Labor 
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Board,    adjusted  for   seasonal  variation.     Revised  September  1941. 

Statistics,    adjusted    for    seasonal  variation    and    converted    from    the    1923-  25  base  (employment 

Reserve  and  pay  rolls  by  Bureau  of  Agricultural  Economics). 

sonal  variation.  Includes  factory,  railroad,  and  mining  employees.  Revised  November  1941.  To 
base,   multiply  by  78.0744  percent. 

Statistics,    1926  =  100  converted  to  1935-39  =  100  by  multiplying  by   124.069  percent. 
St  at  ist  ics. 

Statistics.     Index  numbers  of    cost  of  goods  purchased  by    wage    earners  and  low-salaried  worker* 


August   1909- July  1914  =  100. 
"Adjusted  for  seasonal  variation,  converted  from  1924-  29  =  100  to  1910-14  =  100. 
Pre  1 i mi nar  y . 


Vote:  In  comparing 
index  numbers,  noti 
factory  workers 
based  on  mining  and 
production  and  fact 
is  based  on  volume, 
comparing  monthly  i 
in  volume  of  produc 


trends  between  industrial  production  and  industrial  workers'  income,  as  indicated  by  the  *^">1*. 
ce  should  be  taken  of   the  fact   that   income  of  railway  workers,    as  well  as  incomes  of    mining  ««• 

included  in  the  index  of   industrial  workers'  income,   whereas  the   industrial  production  index  ii 

manufacturing  only.  Similar  precautions  are  necessary  in  comparing  trends  between  industriil 
ory  employment   and  pay  rolls.      Another  consideration    of    importance  is  that  the  production  index 

whereas  the  income  indexes  are  affected  by  changes  in  wage  rates  as  well  as  by  time  worked.  I" 
ndexes  it  is  important  to  keep  in  mind  the  fact  that  there  is  usually  a  time  lag  between  cbtnf 
tion  and  similar  changes   in  employment  and  in  workers'  income. 


